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E.O. 11652: N/A 

TAGS: ETRD, EIND, FR, EEC 

SUBJECT: GOVERNMENT STATEMENT ON STEEL INDUSTRY 
REF: (A) PARIS 05714; (B) PARIS 10660 

1. SUMMARY: OPENING NATIONAL ASSEMBLY DEBATE ON 
STEEL SITUATION, PM BARRE REITERATED GOF INTENTION TO 
HELP FINANCE STEEL INDUSTRY PROGRAM TO STREAMLINE 
PRODUCTION CAPACITY AND MAINTAIN COMPETITIVENESS OF 
FRENCH STEEL DURING ITS WORST ECONOMIC CRISIS IN 
TWENTY YEARS. HOWEVER, PM FAILED TO ELABORATE 
OUTLINE MUCH BEYOND HIS INITIAL STATEMENT ON PLAN 
ACIER, MADE IN FEBRUARY BEFORE MUNICIPAL ELECTIONS. 

END SUMMARY. 

2. ON APRIL 19, PM BARRE OPENED NATIONAL ASSEMBLY 
DEBATE ON TROUBLED FRENCH STEEL SECTOR. GOF HAD 
PICKED THIS DATE FOR ELABORATION OF PLAN ACIER SEVERAL 
WEEKS AGO WHEN IT CAME UNDER INTENSE CRITICISM FROM 
UNIONS, POLITICAL LEFT, PRESS, AND FINALLY ASSEMBLY 
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MEMBERS FOR FAILURE TO ADDRESS ECONOMIC AND EMPLOYMENT 
DIFFICULTIES IN STEEL SECTOR. IN SPEAKING OUT NOW, 

PM MET, THOUGH NOT SUBSTANTIVELY, TIMETABLE HE 
SUGGESTED IN FEBRUARY WHEN HE ANNOUNCED CONCEPTUAL 
FRAMEWORK FOR PLAN ACIER, SEVERAL WEEKS BEFORE FRENCH 
MUNICIPAL ELECTIONS. REFTEL (A) 
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3. BARRE STATEMENT FELL SHORT OF MOVING BEYOND 
REITERATION OF GOF INTENTION TO ASSIST STEEL INDUSTRY 
WITH CONDITIONAL LOANS AND GENERAL ENDORSEMENT OF 
INDUSTRY VIEW THAT EMPLOYMENT AND CAPACITY CUTBACKS 
DURING NEXT THREE YEARS WILL BE ESSENTIAL TO ASSURE 
COMPETITIVENESS OF FRENCH STEEL INDUSTRY PRODUCTION 
LEVEL OF 33 MILLION TONS PER YEAR. BARRE FAILED TO 
RESOLVE MOST OF UNSETTLED ASPECTS OF PLAN ACIER OUTLINED 
IN FEBRUARY : (1) WHICH PLANTS WILL BE CLOSED; (2) 

HOW MANY WORKERS WILL BE AFFECTED; (3) HOW MUCH MONEY 
IT WILL COST; (4) HOW COST BURDEN WILL BE DISTRIBUTED 
BETWEEN GOVERNMENT AND INDUSTRY; AND (5) HOW 
RESTRUCTURING AND REGROUPING OF INDUSTRY WILL BE 
ORCHESTRATED. 

4. TO COUNTER CRITICISM THAT GOF EMBARKING ON POLICY 

OF FINANCING UNEMPLOYMENT. BARRE AND MINISTER OF LABOR 
BEULLAC (DURING COURSE OF DEBATE THAT LASTED UNTIL 
MIDNIGHT) UNDERLINED THAT SOCIAL AND FINANCIAL 
ASPECTS OF PLAN ACIER ARE INTERTWINED AND THAT GOF 
WOULD NOT AUTHORIZE COLLECTIVE LAYOFFS UNTIL AFTER 
STEEL INDUSTRY SHOWS BEST EFFORTS IN MINIMIZING 
UNEMPLOYMENT IMPACT OF SECTORAL RESTRUCTURING BY MEANS 
OF WORKER RECONVERSION PROGRAMS AND STEEL INDUSTRY 
INVESTMENT IN DOWNSTREAM FABRICATION (PRESUMABLY IN 
REGIONS MOST AFFECTED BY RAW STEEL CAPACITY CUTBACKS). 
BARRE ESTIMATED THAT THREE OF EVERY FOUR JOBS SUPPRESSED 
DURING NEXT THREE YEARS COULD BE MET BY NORMAL 
ATTRITION AND EARLY RETIREMENT OF WORKERS. 
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WORKER RECONVERSION AND DISPLACEMENT OF FOREIGN 
WORKERS COULD FURTHER AMELIORATE UNEMPLOYMENT IMPACT 
(THOUGH BEULLAC STRESSED THAT GOF FINANCIAL 
ASSISTANCE PROGRAM FOR FOREIGN WORKERS TO RETURN TO 
THEIR HOMELANDS WOULD BE FOR ONLY THOSE WILLING TO 
LEAVE FRANCE). 

5. ONLY NEW ELEMENT ADDED BY BARRE WAS DISCLOSURE 
THAT GOF HAS APPROACHED RENAULT (STATE-OWNED) AND 
PEUGEOT-CITROEN TO LOCATE NEW EXPANSION IN LORRAINE 
AREA, THE MOST SERIOUSLY AFFECTED BY STEEL INDUSTRY 
CUTBACK PROPOSALS. 

6. UNION AND POLITICAL LEFT REACTION TO BARRE 
STATEMENT WAS HARSH. IF GOVERNMENT REALLY WANTS TO 
ASSURE THAT NEW ROUND OF GOVERNMENT LOANS IS WISELY 
USED, COMMUNIST UNION CGT SAYS THERE IS NATIONALIZATION 
ALTERNATIVE. MOREOVER, FRENCH STEEL INDUSTRY SPOKESMAN 
HAS CONFIDENTIALLY INDICATED TO US THAT INDUSTRY IS 
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MIFFED SO FAR WITH CAT-AND-MOUSE RESPONSE OF 
GOVERNMENT TO STEEL INDUSTRY PROPOSALS FOR RATIONALISING 
PRODUCTION AND EMPLOYMENT. BARRE STATEMENT LEAVES THE 
MONKEY STILL FIRMLY ANCHORED TO INDUSTRY'S BACK. 

HARLAN 
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